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PARAGUAY: KEY ECONOMIC INDICATORS 
(In Millions of us$) 


Exchange Rate: US$1.00=G126 


e 1983 1 % Change 


Income, Production, Employment 


GNP at Current Prices 
GNP at Constant 1977 Prices 
Per Capita GNP, Current Prices ° 
Investment % GNP ° 
Personal Income , 388. 
Indices: (1977=100) 
Industrial Production 137.3 
Agricultural Production 125.9 
Construction 237.3 
Avg. Industrial Wage 212.0 
Labor Force (thousand) 1,038.0 


Avg. Unemployment Rate (%) 7.0 


Money and Prices 


Money Supply 
Interest Rates (Commercial Banks) 
Indices: (1977=100) 

Wholesale Prices 

Cost of Living 


Balance of Payments and Trade 


Gold & Foreign Exch. Reserves 688.7 -15.1 538.7 
External Public Debt 1,203.5 +26.9 1,350.0 
Debt Service Ratio 33.9 -- 35.0 
Balance of Payments -120.0 -- -150.0 
Balance of Trade FOB -251.7 ~~ -220.0 
Exports, FOB 329.8 +11.6 330.0 
U.S. Share % 26 36 
Imports, FOB 581. +14.9 550. 
U.S. Share % 8 8 
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Main Imports from U.S., 1982 Machinery and Motors, 1,331 m.t. and $14.8 million; 
Cigarettes, 1,005 m.t. and $9.3 million; Iron and Steel 
Manufacturers, 682 m.t. and $3.4 million; Textiles and 
Apparel, 787 m.t. and $3.0 million; Chemical and 
Pharmaceutical Products, 1,025 m.t. and $2.8 million; 
Agricultural Machinery and Equipment, 339 m.t. and $2.0 
million. 
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SUMMARY 


For the first time in 22 years, the Paraguayan economy reverted to 
negative real GNP growth in 1982. After achieving the highest rate of 
economic growth in Latin America in 1981, the country's growth rate fell 
from positive 8.5 percent to negative 2.0 percent, placing Paraguay's 


economic performance last year below the average attained by Latin 
American countries. 


The principal causes of the economic downturn in 1982 were: (a) the 
global economic recession and low international ‘market prices for 
Paraguay's agricultural exports; (b) sharp currency devaluations in 
neighboring Argentina and Brazil, which reduced demand for Paraguayan 
exports; (c) the phase-down of construction expenditures at Itaipu, and 
the extended delay in initiation of the main civil works at the Yacyreta 
hydroelectric project, both of which caused a diminished capital inflow 
into Paraguay, and (d) adverse climatic factors, including devastating 
floods which lowered agricultural sector output. 


In 1982, Paraguay experienced its first balance of payments deficit in 13 
years, a deficit that could reach as high as $100-120 million when final 
macroeconomic figures are released by the Central Bank. Despite the 
issuance of strict exchange control and import regulations by the 
government, the country's trade gap was widening as of the close of the 
first quarter of 1983. Last year, the net capital inflow proved 
inadequate to offset the current account deficit of the balance of 
payments. 


Inflation declined from 13 percent in 1981 to 5.1 percent in 1982. 
International reserves declined 15.1 percent to $688.9 million. in 
December and then rebounded to $701.5 million by March 1983. The 
country's external debt increased last year to approximately $1.9 
billion. Investment project approvals dropped off sharply, the fiscal 
deficit increased, and unemployment rose considerably. 


The Embassy forecasts negative growth of about four percent in 1983. It 
anticipates another balance of payments deficit, possibly on the order of 
$125-150 million this year. In addition, the probability of a larger 
fiscal deficit is high, but the government will seek to minimize it 
through fiscal measures. Inflation should remain low, unemployment will 
reach the highest level in many years, external debt will continue to 
grow, and international reserves are expected to decrease about 20 
percent. 


The outlook for increased U.S. exports to Paraguay is not promising, 
primarily because of the continuing economic recession. . Competition is 
also taking its toll. In 1982, the U.S share of the Paraguayan import 
market declined to 8.2 percent, down from the approximately 10 percent 
market share enjoyed by U.S. suppliers over the past several years. U.S. 
products are facing growing competition from imports from Argentina, 
Brazil, Europe, and Japan. U.S. companies are going to have to sell more 
aggressively and imaginatively to hold their own or to expand their share 
of the Paraguayan market. 





GNP GROWTH TURNED NEGATIVE IN 1982 


For the first time in 22 years, the Paraguayan economy reverted to 
negative real GNP growth in 1982. After achieving the highest rate of 
economic growth in Latin America in 1981, the country's rate of growth 
fell from positive 8.5 percent to negative 2.0 percent, placing 
Paraguay's economic performance in 1982 below the average attained by 
Latin American countries. Per capita GNP also declined from positive 5.2 
percent in 1981 to negative 5.4 percent in 1982, which was similarly 
below the regional average. The principal causes of the economic 
downturn in 1982 were: (a) the global economic recession and low 
international market prices for Paraguay's agricultural exports; (b) 
sharp currency devaluations in neighboring Argentina and Brazil, which 
reduced demand for Paraguayan goods; (c) the phase-down in construction 
at Itaipu, and the extended delay in initiation of the main civil works 
at the Yacyreta hydroelectric project, both of which caused a diminished 
capital inflow into Paraguay; and (d) adverse climatic factors, including 
devastating floods which lowered agricultural sector output. 


Analysis of GNP by sectors reveals that in 1982 the overall primary 
sector (agriculture, livestock, forestry exploitation, and hunting and 
fishing), which represents 30.8 percent of GNP, experienced negative 3.0 
percent growth, with agriculture alone registering -4.4 percent, and 
forestry exploitation -5.0 percent real growth. The secondary sector 
(industry, mining, and construction) also experienced negative growth of 
4.8 percent, with industry (16.6 percent of GNP) recording -4.5 percént 
growth, and construction (6.3 percent of GNP) -6.0 percent. The basic 
services sector (6.0 percent of GNP) grew 9.5 percent, with electricity 
showing impressive 25.0 percent growth. The non-basic services sector 
(39.9 percent of GNP) registered -1.3 percent growth, with commerce (26.1 
percent of GNP) declining to a positive 2.2 percent real growth. 


AGRICULTURAL SECTOR PRICES UP, OUTPUT DOWN 


Agriculture is the mainstay of the Paraguayan economy, and it employs 
almost half the country's labor force. Agricultural exports, principally 
cotton, soybeans, lumber, and vegetable and essential oils, account for 
more than 90 percent of export earnings. Following is a status report on 
Paraguay's major crops and livestock. 


COTTON: Because of heavy financial losses suffered by most of Paraguay's 
estimated 90,000 small cotton farmers in the last two years, a smaller 
area--290,000 hectares--was planted this year. The result was that 
cotton production declined from 317,000 m.t. in 1982 to 253,000 m.t. in 
1983. Prolonged rains at harvest time damaged an estimated 20 percent of 
this year's crop. To compensate farmers fairly and to encourage 
increasing levels of production in the future, the government negotiated 
a "minimum agreed price" of guaranies 60 per kilogram with gin owners and 
exporters. This, and other financial incentives, plus excellent 
international prices helped farmers to receive record-high earnings for 
their crop this year. As of mid-June, the government announced that 
209,984 bales of cotton worth $47.3 million in foreign exchange had been 


exported, and exports of cotton remain strong. 
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SOYBEANS: The area cultivated with soybeans in 1983 was 595,078 
hectares, and the original production estimate was 700,000-900,000 m.t. 
As the harvest proceeded, the Brazilian Government, in a 
dollar-conservation measure, issued a new resolution effectively closing 
the Brazilian market for Paraguayan soybeans for the first time in 
several years. It also forced Paraguayan exporters to ship directly to 
the port of Paranagua. As it did for cotton, the Paraguayan Government 
negotiated a "minimum agreed price" of guaranies 25 per kilogram for the 
Oilseed, and international market prices happily averaged an even higher 
guaranies 30 per kilo, earning this year's crop a good financial return. 
Unfortunately, prolonged April-May rains resulted in the loss of at least 
25 percent of the total soybean crop, and impassable roads prevented the 
marketing of an additional volume of production still unknown. By 
mid-May, an estimated 400,000 m.t. of soybeans had been exported and 
average yields per hectare were reported in the 1,800-2,500 kg. range. 
Losses in Itaipu Department alone, where 200,000 hectares of soybeans 
were planted, reached an estimated 50 percent. 7 


LUMBER: 1982 registered exports increased 20 percent to $43.1 million. 
Currency devaluations in Argentina and Brazil, the top two markets for 
Paraguayan lumber, caused a diminution of exports. Further, the 
continuing economic recession has greatly slowed construction activity, 
and this in turn has resulted in a contraction in the domestic lumber 
market. The outlook for lumber sales in the remainder of 1983 is 
uncertain. Meanwhile, the Federation of Lumber Firms has petitioned the 
Central Bank for additional financial incentives, asserting that its 
members could double 1982 lumber exports if such incentives were 
granted. There is growing awareness of the pressing need to establish 
new export markets. 


MEAT: Prospects for a partial revival of meat exports are encouraging. 
Through May 1983, about four million kilograms of meat were exported to 
West Germany, Peru, The Netherlands, Italy, and Israel. Attempts are 
also underway to sell to Egypt, Venezuela, and Nigeria. Veterinary meat 
inspectors from the European Community organization recently inspected 
selected meat exporting establishments. The April-May rains caused 
substantial losses in the livestock’ sector: the initial estimate 
indicates that as many as one million of the country's approximately six 
million cattle perished after recent flooding of the Paraguay and Parana 
Rivers. The Rural Association of. Paraguay has petitioned the government 
to assist its members to refinance their debt obligations until the end 
of 1984. 


RECESSION HURTING INDUSTRIAL SECTOR 


As the economic recession has deepened, the condition of the industrial 
sector has deteriorated. Manufacturers in many industries are currently 
operating at less than 50 percent of capacity. A continuing acute 
shortage of dollars at the guaranies 160 exchange rate to pay for 
essential imports of raw materials threats to interrupt production in 
some industries. 
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In May, the Paraguayan Industrial Union (UIP), an organization of 
industrial associations, petitioned the Central Bank without success for 
an automatic extension of the term on loans due for repayment by 
manufacturers in 1983. In a June 10 plea to the government, UIP leaders 
indicated that if credit for operating capital is not provided a large 
segment of Paraguayan industry would be paralyzed, with dire consequences 
for income, foreign exchange earnings, employment, and taxation receipts. 


The difficulty of obtaining credit from commercial banks has forced many 
industrialists to revert to finance companies as a source of operating 
capital, but these credits, bearing interest rates ranging from 28 to 36 
percent, add an onerous debt burden to manufacturers already struggling 
to repay debts contracted earlier. The general decline of the domestic 
market due to the economic recession, and the persistence of unregistered 
import competition (principally from Brazil and Argentina) have 
contributed to the continuing downward-spiraling trend of the Paraguayan 
industrial sector. In response to pleas for protection against 
unregistered imports, the government is now attempting to tighten its 
border controls against such trade. 


FIRST BALANCE OF PAYMENTS DEFICIT IN 13 YEARS 


A preliminary estimate by the Central Bank of Paraguay indicated that the 
country experienced a balance-of-payments deficit in 1982 of $71.5 
million, the first such deficit in 13 years. Some well-informed sources 
are predicting that when the final macroeconomic data are published, they 
will reveal that last year's deficit reached the $100-120 million range. 
The principal causes of the payments deficit were a persistent and 
growing trade deficit, a decline in the inflow of capital into the 
economy, and an exodus of capital to foreign financial markets offering 
more attractive interest rates. In recent years, the country's growing 
current account deficit had consistently been offset by large capital 
inflows from the Itaipu and Yacyreta hydroelectric projects, together 
with loans and investments from abroad. That did not occur in 1982. Net 
capital inflows declined to the extent that they were inadequate to cover 
the current account deficit. The difference comprised the estimated 
$100-120 million deficit. 


Paraguay's balance of payments is expected to deteriorate further in 
1983. Capital inflows for Itaipu are projected to be cut in half to 
around $160 million. It is too early to predict the size of the inflow 
from Yacyreta, but its stimulative effect on the economy will probably 
not be noticed until 1984. An important factor in the 1983 balance of 
payments will be the amounts of the crop and livestock losses caused by 
incessant heavy April-May rains which caused record flooding of the 
Paraguay and Parana Rivers. The Paraguayan Government is now assessing 
the extent of the devastation. 
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TRADE GAP WIDENS FOR EIGHTH CONSECUTIVE YEAR 


Paraguay's registered trade deficit increased 19.5 percent in 1982 to 
$251.7 million. Exports rose 11.6 percent from $295.5 million in 1981 to 
$329.8 million in 1982, while imports climbed 14.9 percent from $506.1 
million to $581.5 million. In July 1982, the Central Bank of Paraguay 
issued the first of a series of austere foreign exchange and import 
control regulations aimed partly at reducing the flow of non-essential 
imports. These measures initially proved insufficient to stem tue tide 
of imports in 1982. However, figures for the first quarter of 1983 show 
that imports of $117.4 million were down 11.1 percent from the total 
recorded in the same period of 1982; exports in the first quarter of 1983 
also dropped to $45.1 million or 17.3 percent below the level achieved in 
the first three months of 1982. There is growing awareness that 
additional government action and incentives are required to promote 
diversification of exports and to cut domestic costs of production. 


INFLATION DOWN FURTHER IN 1982 


Paraguay is relatively much better off in terms of inflation than all but 
a few countries in Latin America and the Caribbean. In 1982, the 
country's rate of inflation decelerated to 5.1 percent from the 13 
percent level recorded in 1981. The success of the government in 
reducing the inflation rate is largely due to its restrictive monetary 
policy, particularly its sharp reduction of the money supply, as well as 
to the world-wide economic recession and the decline in the inflow of 
foreign capital. The government has projected an inflation rate of five 
percent or below in 1983. 


For more than two years, the Central Bank of Paraguay has been preparing 
a new consumer price index (CPI) to replace the 1964 index representing 
the market basket of a working class person. Recently, the Central Bank 
president reported that work on the new CPI using 1980 as its base year 
will soon be completed and publicized. He explained that the new CPI is 
based on comprehensive surveys of people from all strata of society in 
the larger urban areas. The new index contains a broader, more 
representative market basket that is designed to more accurately reflect 
the true cost of living for all Paraguayans. 


HYDROELECTRIC PROJECTS 


YACYRETA: The estimated total cost to complete the  Yacyreta 
hydroelectric project with Argentina on the Parana River by 1991-1993 is 
$10.6 billion. The projected cost of the principal civil works portion 
of the project is $1.4 to $1.5 billion. The 1983 binational budget for 
Yacyreta is $348 million. Recently, the Executive Director of the 
Yacyreta Binational Entity (EBY) announced his intention to award the 
civil works contract to a consortium of European, Argentine, and 
Paraguayan construction companies led by the Italian  consortiun, 
Impregilo, and the French consortium, Dumez. Construction for this work 
is slated to begin in the last quarter of 1983. Among the important 
sources of financing for the project are the U.S. Export-Import Bank 
($550 million), the World Bank ($210 million), and the Inter-American 
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Development Bank ($210 million). Yacyreta officials have announced that 
they will request the IBRD and IDB to raise their combined credits in 
support of the project to $1 billion. In 1982, the capital inflow to 
Paraguay for Yacyreta declined to $48.4 million from $151.0 million in 
1981. 


ITAIPU: The estimated total cost of the binational Itaipu hydroelectric 
project with Brazil to date is $14 billion. About 70 percent of the 
Financing is already assured, of which 18 percent has been obtained from 
external sources. Presently, the major focus of attention of Itaipu 
authorities is divided between tthe schedule of installation of 
electro-mechanical equipment and the need to raise the remaining 
financing to cover this year's budget of $800 million. The current plan 
is to begin testing late this year the first of 18 turbo-generators to be 
installed. In 1984, two more units will enter into operation, and three 
additional units will be added each succeeding year through 1989, the 
target for completion of this largest hydroelectric project in the 
world. Regarding financing of the 1983 budget of $800 mitlion, the 
Itaipu Binational authority announced in late May 1983 that 50 percent of 
this amount had been obtained. Subsequent announcements have indicated 
the signing of an additional $297 million in credits, so the binational 
entity, in spite of the grave economic crisis Brazil is encountering, 
appears well on the way to acquiring the financial resources needed to 
carry out this year's work. 


For Paraguay, the overriding issue associated with Itaipu is how much the 
country will receive in royalties and compensation for ceding all or part 
of its 50 percent share of electricity to Brazil. According to the 
Itaipu treaty, without the adjustments, Paraguay is supposed to collect 
$41 million a year from 1988 on, assuming that it will sell its full 
share to Brazil and that Itaipu will be operating at full capacity by 
then. The Itaipu Treaty establishes that royalties to be paid by Itaipu 
Binational have to be adjusted for inflation according to the gold parity 
of the dollar at the time of the ratification of the Treaty, and that if 
the U.S. dollar ceases to be denominated at an official parity in terms 
of gold, another mechanism for adjustment will have to be found. Because 
the gold-dollar link no longer exists in practical terms, Paraguay and 
Brazil are preparing to negotiate a new method for calculating the 
amounts to be paid in current dollars. The outcome of their negotiation 
cannot yet be predicted. 


RESERVES DECREASE WHILE DEBT INCREASES 


International reserves declined 15.1 percent in 1982 to $688.7 million. 
By the end of the first quarter of 1983, reserves had risen slightly to 
$701.5 million. In view of the country's overall balance of payments 
deficit, particularly its widening trade deficit, diminishing capital 
inflow, and growing debt service payments, there is a high probability 
that Paraguay's international reserves will decrease considerably in 


1983, possiblv bv as much as $150 million. 
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By year-end 1982, Paraguay's registered external debt- totalled $1.9 
billion, comprised of $1.2 billion disbursed and $735 million undisbursed 
debt. Total registered public external debt reached about $1.8 billion, 
while registered private external debt amounted to roughly $173 million. 
The country's debt service in 1982 was about $112 million, which 
represented a debt service ratio of 33.9 percent. The Embassy estimates 
that, because of accumulated payments arrearages, the real debt service 
and debt service ratio could be as much as 20 percent more than these 
figures. The structure of Paraguay's registered external debt in terms 
of maturity reflects no weakness. The Embassy forecasts that Paraguay's 
external debt will continue to grow at a rate of about $300 million per 
year. 


INVESTMENT PROJECT APPROVALS DECLINE 


Domestic and foreign investment projects approved for benefits under 
Investment Law 550 in 1982 totalled 112. This was 99 fewer approvals 
than the number in 1981, a reduction of 47 percent. The number of jobs 
created by the investment projects approved in 1982 was 2,140 or 2,352 
fewer than the number generated by 1981 projects. The dollar value of 
investments approved in 1982 was about $80 million, compared with $133 
million in 1981. This is the smallest annual increment in investment 
under Law 550 since 1976, and added the fewest new jobs since 1971. 


FISCAL DEFICIT IS GROWING 


During the boom years associated with the construction of the Itaipu dam, 
Paraguay regularly achieved a fiscal surplus. In the ensuing 1980-1982 
period, the country registered a growing fiscal deficit. By 1981 the 
shortfall had reached approximately $127 million, and in 1982 it amounted 
to one half that figure. Based upon initial reports of government income 
and expenditures, it appears that the fiscal deficit will increase this 
year. 


In the first quarter, the country recorded a fiscal deficit of $28.8 
million, up 388 percent from the $6.6 million shortfall reported in the 
same period of 1982. By the end of May 1983, the fiscal deficit had 
increased to about $79.4 million, which illustrates the magnitude of the 
problem facing tax collection officials of the Finance Ministry. 
Meanwhile, the government cannot or does not want to reduce substantially 
its expenditures, pressured as it is by emergency commitments of the 
budget this year and by unforeseen necessities. In spite of public 
statements indicating the Ministry of Finance will bring about austerity 
and tightly control spending, the Ministry is apparently not succeeding 
in the effort. The basic reasons for the rising fiscal deficit are the 
deepening economic recession, unregistered imports which evade tax 
collection, and the failure to reduce substantially government spending. 


UNEMPLOYMENT UP SHARPLY AND REAL WAGE DETERIORATING 


In March, the Central Bank of Paraguay announced that unemployment rose 
from 4.6 percent in 1981 to 9.4 percent in 1982, which was the highest 
rate recorded in 13 years. According to private business sources, the 
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true rate of unemployment was approximately 15 percent at the end of 
1982. These sources predict that if there is no substantial change in 
economic policy soon, the unemployment rate could rise to 20-30 percent 
by the fourth quarter of 1983. Since this forecast, prolonged rains and 
flooding of the Parana and Paraguay Rivers in April and May have caused 
the closure of many factories and other places of employment and have 
displaced more than 100,000 people. Therefore, temporarily at least, the 
unemployment rate is far above the aforementioned levels, and the outlook 
for a rapid decline in unemployment is not promising. 


In 1982, the prices of consumer goods and services for the family of a 
laborer with a fixed minimum wage increased 9.2 percent. In the same 
period, the laborer's wages remained unchanged, which resulted in a 
decline in the real wage of the individual to the point that at the end 
of 1982, his wage had only 70 percent of the purchasing power it 
possessed in the base year 1964. Laborers are clearly concerned that the 
Central Bank is not moving more quickly to publish the finding of its new 
CPI, which they believe will show they are entitled by law to a new wage 
increase. 


IMPLICATIONS FOR THE UNITED STATES 


IMPORTS: In 1982, Paraguayan registered imports (FOB) increased 14.9 
percent to $581.5 million. Leading foreign suppliers were Brazil ($154.3 
million), Argentina ($113.1 million), Algeria (petroleum-$75.6 million), 
United States ($48.0 million), West Germany ($37.3 million), United 
Kingdom ($34 million), and Japan ($32 million.) Principal imports are: 
fuels and lubricants ($154.2 million), machinery and motors ($105.4 
million), transportation equipment ($47.6 million), iron and_ steel 
manufactures ($39.5 million), beverages and tobacco ($38.2 million), 
chemical and pharmaceutical products ($32.7 million), and food products 
($23.9 million). 


U.S. products enjoy a good reputation for quality. The U.S. share of the 
Paraguayan market in 1981 was about 8.2 percent, down from the 
approximately ten percent share held by the United States over the past 
several years. Principal registered imports from the United States in 
1982 were: machinery and motors ($14.8 million), cigarettes ($9.3 
Million), iron and steel manufactures ($3.4 million), textiles and 
apparel ($3.0 million), chemical and pharmaceutical products ($2.8 
million), and agricultural machinery and equipment ($2.0 million). 


In analyzing Paraguayan trade figures one should bear in mind the large 
amount of unregistered trade of both imports and exports that goes on 
with neighboring countries. To illustrate this we might note the 
discrepancy between the U.S. and Paraguayan statistics on trade between 
the two countries. Our table of key economic indicators uses Paraguayan 
Statistics. According to these figures, exports (FOB) to the United 
States were $8.7 million in 1982, and imports were $48.0 million. U.S. 
Statistics show imports of $38.8 million from Paraguay and exports of 
$77.7 million--significantly different values of bilateral trade. A 
Similar result is obtained if one compares Paraguayan and Brazilian 
Statistics on bilateral trade. : 
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Best prospects for U.S. exports include: canned and preserved foods; 
candies, jams, and jellies; wines; machinery for processing meat, fruits, 
vegetables, dairy products, and lumber; chemicals for the plastic 
industry, and pharmaceuticals; fertilizers, pesticides, herbicides, and 
fungicides; machinery for making furniture, shoes and boots, and 
porcelain sanitary fixtures. Prospects are also promising for 
electricity distribution equipment; materials handling equipment; medical 
and dental equipment; printing and graphic arts equipment, video-cassette 
recorders; computers, especially small computers and software; and sports 
and recreation equipment. 


IMPORT POLICY: Due to the continuing and worsening recession in 
Paraguay, the government has enacted a series of strict foreign exchange 
control and import control measures (Asuncion telegram 1104 dated March 
23, 1983), including the posting of advance deposits for semi-essential 
and non-essential imports. ~All imports must also enter the country under 
a letter of credit valid for a minimum period of 120 days from the date 
shipping papers are delivered for customs clearance. Clearly, these 
measures are intended to discourage imports, and in view of them, as well 
as the deepening economic recession and the acute local scarcity of 
dollars to pay for imports, it is going to be very difficult to boost 
U.S. exports to Paraguay in 1983. The Embassy believes, however, that 
U.S. exporters should monitor the economic situation here closely so that 
they will be in a position to exploit trade opportunities as conditions 
improve. 


INVESTMENT POLICY AND FOREIGN INVESTMENT: The Government of Paraguay 
welcomes foreign investment which increases the production and/or 
processing of goods and services or stimulates the development of certain 
geographic regions of the country through greater use of Paraguayan 
resources. Law 550 for the Promotion of Investment For Economic and 
Social Development, dated December 19, 1975, is the principal law 
governing foreign investment. Prospective investors should be aware that 
the insurance coverage against political risks offered by the U.S. 
Overseas Private Investment Corporation (OPIC) is not available for 
Paraguay because of the Paraguayan Government's reluctance to implement 
the provisions of a United States-Paraguay Investment Guaranties 
Agreement of 1955, as amended. The Embassy is attempting to encourage 
the Paraguayan Government to examine the advantages of such coverage for 
Paraguay and U.S. investors. Potential investors are advised to obtain a 


copy of the Embassy's comprehensive Investment Climate Statement for 
Paraguay, airgram A-036, dated November 9, 1982. 


It is estimated that total foreign investment in Paraguay was $1.3 
billion in mid-1982. Argentine and Brazilian investment each accounted 
for $430 million, with 32.3 percent each; the United States, $160 million 
or 12.1 percent; West Germany, $95 million or 7.1 percent; Spain, $60 
million or 4.5 percent; Japan, $40 million or 3.0 percent; Portugal, $25 
million or 1.9 percent; and United Kingdom, $15 million or 1.1 percent. 


U.S. investment is directed mainly to the agricultural sector, with $75 
million and 46.9 percent of the total in mid-1982. Banks and financial 
services rank second with $45 million or 28.1 percent. The industrial 
sector was third with $25 million or 15.6 percent; and services accounted 
for $10 million or 6.3 percent. 
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Four American banks currently have branches in Asuncion. U.S. insurance 
and transportation companies are also operating in the market and 
American firms are involved in agri-business and selected other 
investment ventures, as well as exploring for minerals and petroleum. A 
Paraguayan-American Chamber of Commerce was established in August 1981 
which now boasts about 100 members. 


U.S. companies interested in exporting products or services to Paraguay 
are encouraged to make the U.S. Department of Commerce or its nearest 
District Office their first point of contact. Commerce Department 
specialists are in a position to provide the latest reports submitted by 
the Embassy in Asuncion on trade and investment opportunities, as well as 
copies of market research reports and bulletins on upcoming major 
projects. Recently, for example, the Embassy submitted reports on 
several invitations to bid on public sector projects as well as telegram 
reports on road construction, water supply, public health, and petroleum 
refinery projects. These reports are available for the asking from the 
U.S. Department of Commerce. The Embassy will be pleased to assist U.S. 
business executives and trade missions traveling to Asuncion. 


* U.S. GOVERNMENT PRINTING OFFICE: 1983-421-007:552 





